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As another corruption scandal engulfs the city of Sao Paulo, second-largest city in the Americas,
the future of Mayor Celso Pitta of the Partido Trabalhista Nacional (PTN) is again in the hands of
the municipal legislature, which will decide whether to go ahead with impeachment proceedings.
Despite the extent and depth of the latest scandal, no one doubts Pitta's ability to survive political
mayhem.
During the past four years of his mandate, Pitta has wiggled out of four impeachment proceedings,
three congressional investigations (Commisao Parlamentar Inquerito, CPI), the suspension of his
political rights, and the freezing of his assets. The most recent accusations of corruption in the
city government come from one of Pitta's most intimate confidants his estranged wife. On March
10, Nicea Pitta, separated from her husband since the end of last year, revealed on prime-time
television various schemes involving the mayor, city council members, and municipal secretaries.
The latest scandal alleging graft, corruption, and racketeering has paralyzed city government,
sparked numerous demonstrations, and resulted in one death. Even the mayor's 25-year-old son,
Victor Pitta, has taken the stand to denounce his father's unscrupulous activities. On Brazil's biggest
broadcasting network, Rede Globo, Nicea detailed how her husband paid off city-council members
last year to stop impeachment proceedings against him and end a CPI into the Mafia das Fiscais
(mafia ring of city inspectors) case.
City-council members who administer various zones of the city have been accused of using
city inspectors to extort money and votes from street vendors who crowd Sao Paulo's busy
thoroughfares. After receiving documents depicting some US$2.28 million (1.75 million reais) in
payments to seven council members, the Sao Paulo state attorney general's office has renewed its
investigation into the case. "The money should have come from companies that have contracts with
the city," said Nicea.
Looking for hard evidence, the state prosecutor's office has confiscated the computers of Pitta's
Secretary of Government Carlos Augusto Meinberg and several council members. Because of the
harsh nature of the investigation, the state prosecutor has provided armed guards to protect Nicea.
One street merchant, Gilberto Monteiro da Silva, who had spoken out against the mafia, was shot
dead soon after the scandal erupted.
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Nicea also denounced the city's Secretary of Health Jorge Pagura for overbilling for medicines for
the public-health system and transferring the money to fund the Sao Paulo gubernatorial campaign
of Paulo Maluf, head of the Partido Progressista Brasileiro (PPB). Pitta had been secretary of finance
during Maluf's reign as the city's mayor (1992-1996). After Maluf lost the governor's race, Pitta
supposedly cut ties with his mentor, but insiders report that the two remain close.
In a related case, the mayor is accused of hiring "phantom" workers at Anhembi, the city-run
garage, administered by Flavio Maluf, the politician's son. The younger Maluf is, coincidentally,
being investigated by the US Federal Bureau of Investigation (FBI) for his ties to money launderers
in the US. Maluf is not the only political boss whose feathers have been ruffled by accusations from
the mayor's estranged wife.
Powerful Senate president Antonio Carlos Magalhaes of the Partido da Frente Liberal (PFL) was
accused of pressuring Pitta to pay off the city's debt to the construction company OAS, run by the
senator's son-in-law. Magalhaes, also known as "the king of Bahia," reputedly used his position to
approve the city's emission of court-ordered municipal bonds, or precatorios, to clear up some of the
city's debt in exchange for OAS getting paid.

Mayor has had recurring scandals
Since Pitta succeeded his mentor as mayor of the financial and commercial capital of South America,
his administration has been bombarded by one scandal after another. Investigations into the city's
administration began one month after Pitta assumed office. Although never removed from office,
Pitta has had his assets frozen and his political rights suspended for eight years. Basic services
provided by the city have slowed to a near halt, as contracted companies are never paid.
The citizens of Sao Paulo currently owe a whopping US$16.2 billion in outstanding debts more than
double the city's annual revenue of around US$7.7 billion. Worse still is that more than half the debt
involves administrative irregularities. Most suspicions fall on Maluf and his term as mayor, while
Pitta was Secretary of Finance. At that time, the city floated US$10.5 billion in precatorios to cover
the cost of court-ordered indemnities.
The federal government, headed by President Fernando Henrique Cardoso, approved the issue
and provided generous rollover conditions in return for support by Maluf's PPB on some important
issues. Much of the money that was raised, however, disappeared through corruption and
accounting fraud.
Pitta's administration has yet to make a payment (now totaling US$700,000) on the precatorios
currently held by the federally run Banco do Brasil. If the bank were to report the missing income as
a loss on its balance sheet, it would probably go bankrupt. The Senate is currently debating how to
reschedule the city's debt payments, which could take up a third of the city's total income.

Pitta wages counterattack
On March 24, Pitta, responsible for administering the country's third-largest budget, was
temporarily removed from office through a court-ordered injunction. The ruling, alleging
administrative impropriety and questionable acceptance of funds, was overturned three days later.
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 4

LADB Article Id: 53918
ISSN: 1060-4189

To live his plush lifestyle on a monthly salary of US$11,400, Pitta received US$1.4 million in "loans"
from multimillionaire Jorge Yunes, honorary president of Maluf's PPB and past campaign fund
raiser.
In return, the businessman reputedly was compensated through zoning regulations that increased
the value of one of his properties and by having relatives hired as phantom employees at Anhembi.
Yunes is one of seven, including Maluf and Magalhaes, who have filed lawsuits against Nicea for
making slanderous accusations.
The mayor accuses his wife of suffering from psychological problems resulting from their
separation. Nicea's "accusations are absolutely untrue," said the mayor. "They repeat facts that
have already been investigated, even by [the Ministry of] Justice." Pitta claims he is the victim of
his opponents' political intrigue. The first black mayor of Sao Paulo, Pitta carried a sign defending
himself: "Hard-working, humble black up against the powerful Globo [network]."
The network is apparently upset that the mayor's office gave preferential treatment to SBT, Globo's
up-and-coming rival. "I am absolutely certain that there are hidden political interests in this," said
Maluf. He believes that Sao Paulo state Gov. Mario Covas of the Partido da Social Democracia
Brasileira (PSDB) is also behind the latest scandal. Pitta's future currently rests in the hands of a
special commission that will study the impeachment request lodged by the Sao Paulo section of the
Brazilian Board of Attorneys (OAB).
For the time being, the mayor's allies in city government have successfully stalled impeachment
proceedings. Besides slowing down the formation of the commission, a number of Pitta's supporters
were nominated to top positions on the committee. In its first important decision, the commission
ruled to keep meetings confidential. Pitta faces uncertain outcome Time, nonetheless, is running out
for the mayor as public outcry grows louder.
In recent opinion polls, more than 80% of Sao Paulo's citizenry believe Nicea's accusations are
true. Other political forces are taking their cue from the populace and cutting ties to those allegedly
involved in the latest scandal. President Cardoso (PSDB), who has had to rely on Magalhaes to pass
legislation, appears to be distancing himself from the senator.
Sen. Jader Barbalho, who heads the Partido do Movimento Democratico Brasileiro (PMDB),
has been attacking the powerful Senate president on a daily basis. In broadcasting Nicea's
denunciations without warning Magalhaes, the Globo network appears to be attempting to recreate
its image. It has a checkered history, from support for the military dictatorship which ruled Brazil for
several decades- -to trading favors with Magalhaes, who was Secretary of Communication in past
administrations.
The latest scandal could well be the final straw. More Brazilians are becoming disgusted by the
political system marked by cronyism and populism. "The model used by malufismo, which sets up
a structure to use the public machine to benefit itself and its allies, in a mixture of corruption and
administrative incompetence, suffered a very strong attack, perhaps mortal," said political scientist
Maria Herminia Tavares de Almeida.
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In Germany-based Transparency International's Corruption Perception Index, Brazil received
a ranking of 4.1 on a 10- point scale with 10 being the least corrupt. Although ahead of other
emerging-market countries, like Mexico, South Korea, and China, Brazil still has a long way to go
before it reaches First World standards. Marcos Goncalves da Silva, an economics professor at the
Fundacao Getulio Vargas, a local think-tank, believes that corruption is what keeps Brazil from
moving ahead.
"A 10% reduction in corruption, over 20 years, would generate a US$3,600 increase in per capita
income," said the economist. "This is close to US$87.5 billion over twenty years. This money
represents economic inefficiency; it is money that could be spent on social policies fighting poverty
and hunger. [The figure] does not represent money that is purloined, rather the loss of economic
efficiency, the loss of the capacity to grow, or how much this country loses out in terms of growth
owing to corruption."
The people of Sao Paulo will not know if there will be a major change in the political machine that
governs the city until the attorney general concludes his investigation of the computer hard drives
of those accused. As for the mayor's allies in the municipal legislature, they will have to think twice
before backing Pitta this time around. A recent poll reported that 88% of the voting population
would not vote for city council members who do not favor impeachment. And elections are coming
up this year.

-- End --
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